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WS-01303A-02-0867 
WS-01303A-02-0868 , 

Mr. Floyd Brown WS-01303A-02-0869 - 
WS-OI303A-02-0870 
W-01303A-02-0908 Sun City Homeowners Association 

10401 West Coggins Drive 
Sun City, Arizona 85351 

Re: Arizona-American Water Rate Case 

Dear Mr. Brown: 

Thank you for your e-mail expressing your view on the Arizona-American Water rate case. 

Arizona-American filed its Application seelung a rate increase in November 2002. The evidentiary 
record is still being developed. This is a lengthy process which will take about a year to conclude. In 
the meantime, Arizona-American’s current rates will remain in effect. 

To develop the record, Arizona-American, the Commission staff and any Intervenors will submit 
written testimony regarding their positions on the requested rate increase. Then, an administrative law 
judge will preside over a hearing which is much like a trial. This hearing is scheduled for December 4, 
2003, at 1O:OO a.m. at the Commission’s offices. This hearing is open to the public. You may also call 
the Commission’s “Listen Line” to listen to the hearing. That phone number is (602) 542-0222 or 
1-800-222-7000. After the hearing, the judge will write a proposed Order making a recommendation 
to the Commission as to Arizona-American’s rates. Finally, after reviewing the entire record, the 
Commissioners will vote to accept, modify or deny the judge’s proposed Order at an Open Meeting. 

To answer your question whether Sun City receives any credits when using treated wastewqter, I have 
enclosed a copy of Sun City 
wastewater. 

Your correspondence has been placed on file with Docket Control and will bicome part of the record. 
Arizona is well served when its residents take an interest in a matter and voice their opinions. I will 
take your comments into consideration as I review the matter. 
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wer Company’s Agreement with Tolleson to treat Sun City’s 
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WHEREAS , Peoria has transferred to Giendale sewage treat- 
8 

ment rights for up to 3.1 mgd; and 1 
1 

WHEREAS, the Council of the City of Tolleson passed 

Resolution No. 4 5 7 1  dated December 11, 1984 or as subsequently 

ratified, authorizing construction of sewage treatment capacity 

for SCSC and establ-ishing the City of Tolleson Municipal 

Corporation (hereinafter referred to as "Finance Corporation") 

to obtain tax-exempt financing for the construction of said sewage 

treatment capacity; 

I 
b 

NOW, THEREFORE, for and in consideration-,of the foregoing 

the 

\ 

- , \  

1 and of the mutual covenants and agreements herein contained, 

parties hereby agree as follows: 
; . *  .. . .  

ARTICLE I 
1 

3 
I 

I 
1 

I DEFINITIONS 

The following terms will be utilized in this Agreement 

and have the following meanings within this Agreement: 

'I 1. Annual User Fee. The annual cost for the fixed 

associated with Tolleson providing, upon SCSC's demand, 

sewage transportation and treatment services to SCSC during the 

first 20. years that said services are provided pursuant to this 

Agreement. The Annual User Fee as presently estimated is set 

forth on Exhibit A ,  attached hereto and incorpora&ed herein by 

reference for a l l  purposes. Upon issuance of the sonds, Exhibi 

A will be revised to reflect the actual principal amount, 

B 

a 

4 interest 
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2 .  T o l l e s o n  W a s t e w a t e r  T r e a t m e n t  P l a n t  (WWTP). Th 

3 .  P l a n t  E x p a n s i o n .  T h e  a d d i t i o n a l  p l a n t  t h a t  w i l l  

be a d d e d  t o  t h e  WWTP, i n c l u d i n g  t h e  S C S C  S e r v i c e  F a c i l i t i e s  o f  

5.2 mgd, t h e  SCSC S e r v i c e  Tie- ’Line  and  t h e  P e o r i a  S e r v i c e  f a c i l i -  

t i e s  o f  a t  l e a s t  2 . 0  mgd. 

4 .  SCSC S e r v i c e  F a c i l i t i e s .  The p o r t i o n  of t h e  P l a n t  

E x p a n s i o n  wh ich  is  n e c e s s a r y  t o  p r o v i d e  Sewage  T r q a t m e n t  S e r v i c e s  

f o r  SCSC of 5 . 2  mgd a v e r a g e  d r y  w e a t h e r  f l o w  o n  a m a x i m u m  m o n t h l y  

hi 
. 

* ’  

p e a k  h o u r l y  b a s i s  a n d  d r y  w e a t h e r  peak f l o w  s h a l i  be 8 .0  mgd on 

by b o n d s  i s s u e d  by F i n a n c e  C o r p o r a t i o n .  

5. P e o r i a  S e r v i c e  F a c i l i t i e s .  T h e  p o r t i o n  of  t h e  . 

P l a n t  E x p a n s i o n  wh ich  is n e c e s s a r y  t o  p r o v i d e  S e w a g e  T r e a t m e n t  I 

S e r v i c e s  of a t  l e a s t  2 . 0  mgd f o r  P e o r i a ,  w i t h  h y d r a u l i c  p e a k i n g  

a r e  t o  b e  f i n a n c e d  by s e p a r a t e  a g r e e m e n t  b e t w e e n  T o l l e s o n  and 

. The e n t i r e  15.5 mgd c a p a c i t y  



F o f  5 . 2  mgd, t h e  SCSC S e r v i c e  T i e - L i n e ,  t h e  P e o r i a  S e r v i c e  F a c i l i -  

t i e s  of 2 . 0  mgd h e  e x i s t i n g  WWTP of 8 . 3  mgd .  I t  i s  a g r e e d  
3 
1 

L 2  - - -  

a n d  o p e r a t i o n  of t h e s e  f a c i l i t i e s  s h a l l  r e m a i n  w i t h - T o l l e s o n .  

7- 9 9 t h  A v e n u e  I n t e r c e p t o r .  T h e  3 6 - i n c h ,  4 2 - i n c h ,  

.- 5 4 - i n c h ,  6 0 - i n c h  and  6 6 - i n c h  d iameter  s e w a g e  t r a n s m i s s i o n  f a c i l i -  

t i e s ,  a l o n g  9 9 t h  A v e n u e ,  i n c l u d i n g  a l l  a p p u r t e n a n t  s t r u c t u r e s ,  

r u n n i n g  from a p p r o x i m a t e l y  t h e  i n t e r s e c t i o n  o f  O l i v e  A v e n u e  a n d  

9 9 t h  A v e n u e  I t o  t h e  s o u t h e r n  t e r m i n u s  o f  t h e  4 2 - i n c h  p i p e  immedi- 
I 

. 
a t e l y  s o u t h  of t h e  d i v e r s i o n  s t r u c t u r e  l o c a t e d  a t  a p p r o x i m a t e l y  , <  

9 9 t h  Avenue and Van Buren  S t r e e t .  1 
-. . .  .. . .  

8. S e w a q e  T r e a t m e n t  S e r v i c e s .  Sewage  t r e a t m e n t  sgr- 

v i c e s  r e f e r r e d  t o  h e r e i n ,  u n l e s s  o t h e r w i s e  n o t e d ,  r e f e r  t o  t r e a t -  

t o f  t h e  maximum m o n t h l y  a v e r a g e  d a i l y  f l o w .  

9 .  S C S C  S e r v i c e  T i e - L i n e .  T h e  f a c i l i t i e s  t o  b e  

d u n d e r  t h i s  g r e e m e n t  c o n n e c t i n g  t h e  9 9 t h  A-venue  

r t o  t h e  T o 1  s o n  W a s t e w a t e r  T r e a t m e n t  P l a n t .  Such  

f a c i l i t i e s  w i l l  i n t e r c o n n e c t  a t  e i t h e r  P o i n t  1.8 o r  P o i n t  A a s  

E x h i b i t  B a t t a c h e d  h e r e t o  a n d  by  r e f e r e n c e  i n c o r p o -  

f o r  t h e  p u r p o s e  o f  i d e n t i f y i n g  s a i d  P o i n t s .  

f a c i l i t i e s  may i n c l u d e  a g r a v i t y  m a i n  o r  a f o r c e  m a i n  and  l i f t  

t a t i o n ,  s u b j e c t  t o  e n g i h e e r i n g  r e v i e w  of S C S C  and  T - o l l e s o n ,  a n d  

I 

4 

may i n c l u d e  a d d i t i o n a l  t r a n s p o r t a t i o n  c a p a c i t y  f o r  P e o r i a  or 0 t h  

F a c i l i t i e s .  











1 
1 

sion will also accommodate a n  additional f low of at least 2.0 







~ p e r f o r m a n c e  and l i q u i d a t e d  damages  s h a l l  be bonded t o  t h e  s a t i s f a c -  

t i o n  o t  SCSC. The  p r i m e  r e s p o n s i b i l i t y  r o r  e n r o r c i n g  t h i s  p r o v i -  I 1 
1 

t h i s  p r o v i s i o n .  

11. ' l ' o l l e s o n  a g r e e s  t h a t  i t  w i l l  p r o v i d e ,  a n d  w i l l  

r e q u i r e  a n y  c o n t r a c t o r  u t i l i z e d  i n  t h e  e n g i n e e r i n g ,  c o n s t r u c t i o n  

o r  i n s t a l l a t i o n  of SCSC S e r v i c e  F a c i l i t i e s  t o  p r o v i d e ,  a l l  records 

of w o r k  p e r t o r m e d  and  t h e  c o s t  t h e r e o r ,  a n a  t h a t  i t  w i l l  p r o v i d e  

f o r  a f i n a l  p r o j e c t  a u d i t  b y  S C S C  i n t e r n a l  a u d i . t o r s  a n d / o r  by 

a n  i n a e p e n a e n t  c e r t i r i e d  p u b l i c  a c c o u n t i n g  t i r m  a c c e p t a b l e  t o  
t -  

i 
I 
I 

l 
1 

I 

T o l l e s o n  a n d  S C S C .  Any c o s t  i n v o l v e d  i n  t h e  p r o j e c t  a u d i t  s h a l l ' . .  . .. . 

be b o r n e  by S C S C  and  t o  t e x t e n t  p o s s i b l e  s h a l l  be p a i d  t rom 

t h e  p r o c e e d s  of t h e  t i n a n  g u n d e r  A r t i c l e  11, S e c t i o n  -1. 

S e c t i o n  b - P r o n i b i t e d  D i s c h a r q e s  

I 

1. S u b j e c t  t o  P a r a g r a  2 ot t h i - s  S ' e c t i o n  6-, SCSC 

snail n o t  d i s c h a r g e  o r  permit  t o  be d i s c h a r g e d  i n t o  a n y  S e r v i c e  

h e  s e w a g e  t o  be t r e a t e d  u n d e r  t h i s  Agreemen t  any  

of  t h e  s u ~ s t a n c e s  i n  e x c e s s  or t n e  l m i t ~  s e t  t o r c h  i n  C i t y  

o f  T o l l e s o n  O r d i n a n c e  No. 2 2 3  N.S. d a t e d  A p r i l  1 2 ,  1 9 8 3 ,  a n d  

as  s u c h  o r d i n a n c e  is r e q u i r e d  t o  be amended by  USEPA m a n d a t e .  

a 

USEPA g u i d e l i n e s  a s  a c o n d i t i o n  t o  S C S C ' s  o b l i g a t i o n  r e g a r d i n g  





I tion period. The usufructuary interest amount of $500,000 for 
I v > 

service rights to existing Tolleson Wastewater Treatment Plant 

tacilities shall b e paid to Tolleson subsequent to issuance of 

said bonds and satisfaction of all conditions recedent contained 

in Article V I  Section 1. 

2. Tolleson shall retain for the purpose of this bond 

issuance, Rauscher Pierce Refsnes, Inc. as a bond consultant and 

Gust, Rosenfeld, Divelbess & Henderson as bond counsel. 

3 .  At SCSC's election, Tolleson shall use its best . 
efforts to cause the bonds to be refunded and new bonds to be * .  . 

, I  
issued in an amount sufficient to satisfy all principal, interest.. 

and other costs associated with the bonds referred to in Article 

11, Section 7 ,  Paragraph 1, provided (a) that SCSC shall reimburse 

Tolleson and the Finance Corporation for the cost and expense 

of the refunding and (b) that Tolleson shall have no obligation 

to cause any such refunding if nationally recognized bond counsel 

atisfactory to Tolleson and SCSC cannot opine that interest on 

the refunding bonds (other than bonds held by substantial users 

ed persons) would be exempt under Section 103 of the 

Internal Revenue Code, as amended. In the event that refunding 

.% . .  

4. 

, 



I 

ounsel, and TollL.,on shall not execute any jreem 

consultants pertaining to tne Dona issue prior to such written 
'. 

approval. Such approval shall not be unreasonably withheld. 

under this Agreement shall not be issued until the Conditions 

Preceaent in Article V, Section 1 have been tultilled. 

5. SCSC specifically retains the right to approve 

the rollowing: 

A .  The amount of the tinancing necessary to fund 

the engineering, construction, installation and interest during 

construction of scsc Service Facilities, the finaicing costs associ- * ,  '\ 

ated with the issuance of the bonds, the torm of Indenture to 

be issued by Finance Corporation and any Agreement between Tolleson 

and Finance Corporation regardlng tne S C S C  Service Facilities. 

.. 

B. The selection of the trustee to be-utilized 

during the term ot the bonds to be issued by Finance Corporation. 

or state bank domiciled in Arizona. 

6. Tolleson shall cause bond counsel to issue a re- 



1 0 3  of t h e  I n t e r n & . .  R e v e n u e  Code of 1954, a s  . ,nended e x c e p t  w i t h  

r e s p e c t  t o  i n t e r e s t  on  a n y  bond t o r  a n y  p e r i o d  d u r i n g  w h i c h  a n y  
1 

1 

s u c h  b o n d  i s  h e l d  by  a p e r s o n  who  i s  a s u b s t a n t i a l  u s e r  of t h e  

p r o j e c t  or any  r e l a t e d  p e r s o n  w i t h i n  t h e  m e a n i n g  o t  S e c t i o n  1U3(b) 

of t h e  I n t e r n a l  R e v e n u e  Code of 1 9 5 4 ,  as  amended.  

7. T o l l e s o n  c o v e n a n t s  t o  SCSC t h a t  i t  w i l l  c o v e n a n t  
I 
I 

I 
II 
I 

111 
Bli 

w i t h  F i n a n c e  C o r p o r a t i o n  t o  p r o v i d e  t h e  t o l l o w i n g :  

A.  F i n a n c e  C o r p o r a t i o n  w i l l  n o t  amend t h e  I n d e n -  

t u r e  w i t h o u t  T o l l e s o n ' s  c o n s e n t .  

' E. F i n a n c e  C o r p o r a t i o n  s h a l l  e n f o r c e  t h e  terms .. . of t n e  I n d e n t u r e  a n d  n o t  w a i v e  s u c h  terms w i t h o u t  T o l l e s o n ' s  con-  * <  

l 
i 
1 . .  s e n t .  

-. ... . .  
8. T o l l e s o n  c o v e n a n t s  t o  SCSC: 

A .  T h a t  i t  w i l l  h o l d  F i n a n c e  C o r p o r a t i o n  t o  t h e  

covenan t s  s e t  t o r t h  i n  P a r a g r a p h  7 a b o v e ,  and  e n r o r c e  t hose  a g a i n s t  

I F i n a n c e  C o r p o r a t i o n .  - 
B. T h a t  i t  w i l l  n o t  c o n s e n t  t o  a n y  w a i v e r  of 

P a r a g r a p h  7 a b o v e ,  w i t h o u t  S C S C ' s  c o n s e n t .  

C. T h a t  i t  w i l l  n o t  amend t h e  T o l l e s o n / F i n a n c e  

C o r p o r a t i o n  a g r e e m e n t  a n d  w i l l  e n r o r c e  t h a t  a g r e e m e n t  a g a i n s t  

F i n a n c e  C o r p o r a t i o n  i n  a c c o r d a n c e  w i t h  i t s  terms.  
I 

Y .  I t  i s  s p e c i f i c a l l y  a g r e e d  by t h e  p a r t i e s  t h a t  SCSC 

s h a l l  h a v e  n o  d i r e c t  l i a b i l i t y  t o  t h e  h o l d e r s  of: t h e , b o n d s  i s s u e d  

by F i n a n c e  C o r p o r a t i o n  o r  t o  t h e  T r u s t e e  f o r  t he  payment of p r i n c i -  

p a l  a n d  i n t e r e s t .  S C S C  does  n o t  i n  a n y  way  g u a r a n t e e  

F i n a n c e  C o r p o r a t i o n ' s  o b l i g a t i o n s  t o  s a i d  bond h o l d e r s  

I 
I 

- 1 b -  

. - .  . . . .  . .. . .. 



of principal and interest on the bonds issued by Finance Corpora- 

Corporation to, exercise any optional redemption of: the bonds 

without the prior written consent of SCSC. . * .  
11. SCSC shall have no liability to Tolleson or any 

SCSC hereunder. 

Section 8 - Billinq and Payments 
1. Rate Component One shall be due and payable on 

event a railure by SCSC to pay any installment ot Rate Component 

One on a timely basis results in the acceleration of payments 

ration, all remaining payments of Rate Component O*ne as set forth 

in Article IV, Section 2 ,  Paragraph IA, shall become immediately 

due and payable, to the extent necessary to pay the accelerated 



I * 

p a y m e n t s  of  p r i n c i p a l  a n d  a c c r u e d  i n t e r e s t  o n  ch bondS, a n d  1 

I 
cos t s  p a y a b l e  by F i n a n c e  C o r p o r a t i o n  u n d e r  t h e  bond i n d e n t u r e .  I 

s e t  t o r t h  i n  A r t i c l e  I V  s h a l l  be s u b m i t t e d  m o n t h l y  t o  S C S C  b y  

t 
t 

2 .  I n v o i c e s  r e n d e r e d  p u r s u a n t  t o  t h e  R a t e s  and Charges  9 
I 
Ill 

I 

, 
t h e  f i f t h  of t h e  month  and  s h a l l  c o n t a i n  s t a t e m e n t s  the meter 

r e a d i n g s  a t  t h e  b e g i n n i n g  a n d  a t  t h e  e n d  o t  t h e  m o n t h l y  b i l l i n g  

p e r i o d ,  i t e m i z e d  c h a r g e s  f o r  s e r v i c e s  r e n d e r e d  a n d  s u c h  o t h e r  

p e r t i n e n t  i n v o i c e  d a t a  a s  may be r e q u i r e d  b y  S C S C .  S C S C  S h a l l  

p a y  e a c h  i n v o i c e  s o  r e n d e r e d  w i t h i n  t w e n t y - t i v e  ( 2 5 )  d a y s  of t h e  1 
r e c e i p t  t h e r e o f .  ' *  . \  

i 3 .  S h o u l d  S C S C  d i s p u t e  a n y  p o r t i o n  of t h e  m o n t h l y  

b i l l i n g ,  other t h a n  Rate Component  One w h i c h  s h a l l  n o t  be disputyd,'.'. 

t h e  f o l l o w i n g  p r o c e d u r e  s h a l l  be u t i l i z e d .  
I 

A .  Payment  s h a l l  n o t  be w i t h h e l d ,  b u t  may be c o n t e s t e d  

p u r s u a n t  t o  P a r a g r a p h s  B t h r o u g h  

SCSC s h a l l  p r o v i d e  w r i t t e n  n o t i c e  t o  T o l l e s o n , w i t h i n  

3U d a y s  of he r e c e i p t  o t  t h e  m o n t h l y  i n v o i c e  s e t -  

t i n g  f o r t h  he b a s i s  f o r  t h e  d i s p u t e  and  i n d i c a t i n g  

t h e  c o n t e s t e d  d o l l a r  amount .  ' 

C.  T h e  d i s p u t e d  m a t t e r ,  i f  n o t  o t h e r w i - s e  r e s o l v e d ,  

s h a l l  be s u b m i t t e d  t o  a r b i t r a t i o n  w i t h i n  3 U  d a y s  

of  Lhe n o t i c e  p r o v i d e d  u n d e r  A y t i c l h  11, S e c t i o n  

8 ,  P a r a g r a p h  3 . n .  A r b i t r a t i o n  s h a l l  be c o n d u c t e d  

i n  a c c o r d a n c e  w i t h  t h e  A r i z o n a  U n i f o r m  R u l e s  of 

I 

4 

o c e d u r e  t o r  A 

I 
I 

1 
1 



v a i l i n g  p a r t y  simple i n t e r e s t  o n  t h e  amount  a w a r d e d ,  

e q u a l  t o  t w o  p e r c e n t a g e  p o i n t s  a b o v e  t h e  p r i m e  

i n t e r e s t , r a t e  of t h e  t r u s t e e  a s  e s t a b l i s h e d  o n  

t h e  f i r s t  d a y  of t h e  m o n t h  i n  w h i c h  t h e  d e c i s i o n  

i s  r e n d e r e d ,  p l u s  r e a s o n a b l e  a t t o r n e y s '  f e e s  and  

I a c t u a l  c o s t s  i n c u r r e d .  

4 .  I n  t h e  e v e n t  SCSC d o e s  n o t  m a k e  t i m e l y  p a y m e n t  

of T o l l e s o n  i n v o i c e s  f o r  R a t e  C o m p o n e n t  Two o r  R a t e  C o m p o n e n t  

T h r e e ,  t h e r e  s h a l l  b e  a s s e s s e d  a l a t e  p e n a l t y  f r o m  t h e  d u e  d a t e  ' 

t o  t h e  d a t e  p a i d ,  computed  d a i l y  o n  a s i m p l e  i n t e r e s t  b a s i s - . a . t  

a n  a n n u a l  i n t e r e s t  r a t e  o f  t w o  p e r c e n t a g e  p o i n t s  a b o v e  t h e  prime 

i n t e r e s t  r a t e  of t h e  t r u s t e e  a s  e s t a b l i s h e d  on  t h e  f i r s t  d a y  o f  

t h e  month  i n  wh ich  t h e  paymen t  w a s  d u e ,  p l u s  r e a s o n a b l e  a t t o r n e y s '  

f e e s  a s s o c i a t e d  w i t h  c o l l e c t i o n  o f  t h e  p a y m e n t s .  

, * .  

- 
5. P e r f o r m a n c e  of t h e  R a t e  Component  One p o r t i o n  of * 

t h i s  Sewage T r e a t m e n t  S e r v i c e s  A g r e e m e n t  by SCSC s h a l l  b e  g u a r a n -  

t e e d  by SCSC's p a r e n t  c o r p o r a t i o n ,  C i t i z e n s  U t i l i t i e s  Company.. 

ARTICLE I11 

TECHNICAL PROVISIONS 
& 

A l l  s e w a g e  d e l i v e r e d  by SCSC t o  T o l l e L n  s h a l l  b e  mea- 

s u r e d  by t h e  e x i s t i n g  m e t e r i n g  e q u i p m e n t  owned by SCSC and l o c a t e d  



equipment includes an 18 isher Porter Model 

NO. 10F 1940, with indicating electronic recorder/totalizer, Fisher 

gallons and flow data is transmitted to the Tolleson Wastewater 

Treatment Plant through telephone lines leased by SCSC. 

Section 2 - Meter Tests 

the quantity of sewage delivered to Tolleson fails to register, 

olleson and SCSC shall establish the duration during which the 

delivered through such meter during such period and, upon agree-'... 

ment, an appropriate adjustment based on the procedure set forth 



r e g i s t e r i n g  w i t h i n  t w o  p e r c e n t ,  p l u s  o r  m i n u s ,  o f  t h e  c o r r e c t  

q u a n t i t y ,  i t  s h a l l  be c o n s i d e r e d  accu ra t e .  I n  t h e  e v e n t  a m e t e r  

is  d e t e r m i n e d  t o  be i n a c c u r a t e ,  a n  a d j u s t m e n t  f o r  t h e  f l o w s  a b o v e  

or  below t h e  s t a t e d  r a n g e  s h a l l  be m a d e  t o  t h e  r e c o r d e d  f l o w s  

f o r  o n e - h a l f  o f  t h e  p e r i o d  s i n c e  t h e  l a s t  meter  t e s t .  

3 
3 

3 .  I n  t h e  e v e n t  t h e  m e t e r  f a i l s  t o  r e c o r d  a n y  f l o w ,  

t h e  a v e r a g e  d a i l y  f l o w  d e t e r m i n a t i o n  f o r  a n y  u n m e t e r e d  p e r i o d  

s h a l l  be c a l c u l a t e d  u s i n g  t h e  f o u r t e e n  (14) d a y  p e r i o d  j u s t  p r i o r  

t o  and  t h e  f o u r t e e n  (14) d a y  p e r i o d  s u b s e q u e n t  t o  a n y  u n m e t e r e d  

p e r i o d  a s  t h e  a v e r a g e  d a i l y  f l o w  f o r  t h e  per iod  . .  n o t  m e t e r e d  d u e  , 

t o  e q u i p m e n t  f a i l u r e .  
. .  

. *  ARTICLE I V  . .  
RATES AND CHARGES 

S e c t i o n  1 - Commencement o f  P a y m e n t s  

1. C o m m e n c i n g  S e p t e m b e r  I, 1 9 8 8 ,  SCSC s h a l l  p a y  R a t e  

Component O n e  as  s e t  f o r t h  i n  A r t i c l e  I V ,  S e c t i o n  2 ,  P a r a g r a p h  

1 A .  D u r i n g  i t s  a p p l i c a b l e  t e r m ,  t h i s  r a t e  c o m p o n e n t  shall be 

u n c o n d i t i o n a l l y  p a i d  by  S C S C ,  i r r e s p e c t i v e  o f  w h e t h e r  S C S C  h a s  

r e c e i v e d  an  i n v o i c e  t h e r e f o r .  

- 

2 .  Commencing t h e  f i r s t  mon th  a f t e r  t h e  d a t e  on  w h i c h  

for t h e  P l a n t  E x p a n g i o n  a n d  a f t e r  w h i c h  sewage  h f i r s t  t r e a t e d  



1. S a i d  m o n t h l y  i n v o i c e s  s h a l l  c o n s i s t  of t h e  sum 

of t h e  t o l l o w i n g  R a t e  Componen t s :  

A. K a t e  C o m p o n e n t  One  - User  F e e s  For S C S C  S e r v i c e  

Fac i l i t i e s .  R a t e  Component One s h a l l  be o n e - t w e l z t h  

of t h e  A n n u a l  User  F e e s  o n  t h e  t w e n t y - y e a r  t a x -  

exempt Donds ,  t h e  p r o c e e d s  ot w h i c h  were u s e d  t o  

f i n a n c e ,  e n g i n e e r ,  c o n s t r u c t  and  i n s t a l l  t h e  S C S C  

S e r v i c e  F a c i l i t i e s  a n d  p a y  t h e  u s u f r u c t u a r y  f e e  

T o l l e s o n  W a s t e w a t e r  T r e a t m e n t  P l a n t  t a c i l i t l e s  

( u s u t r u c t u a r y  i n t e r e s t ) ,  s e t  f o r t h  i n  Article-. ' .  

T r e a t m e n t  S e r v i c e s  o f  5 . 2  mgd a n d  t h e  r e l a t e d  

t r a n s p o r t a t i o n  s e r v i c e s  p u r s u a n t  t o  t h i s  A g r e e m e n t  , 
p l u s  r e a s o n a b l e  m o n t h l y  f e e s  0-f t h e  t r u s t e e .  Any 

i n t e r e s t  p a y m e n t s  d u e  a t  t h e  e n d  ot t h e  bond i s s u e  

s o  t h a t  n o  c r e d i t  b a l a n c e  r e m a i n s  a f t e r  t h e  b o n d s  

a r e  t u l l y  r e t i r e d .  Any E x c e s s  C o n s t r u c t i o n  F u n d s  

a s  d e f i - n e d  i n  t h e  bond i n d e n t u r e  ssall  be a p p l i e d  

a g a i n s t  p r i n c i p a l  p a y m e n t s  as t h e y "  t i r s t  become 

d u e  a n d  p a y a b l e .  T n e  User Fees s h a l l  be a d j u s t e d  

1 





I 

as follows: the difference in monthly meter read- 

lngs, multiplled by the operation ana maintenance 1 

* 

at the Expanded Facilities, applicable to SCSC, 

Peoria and Tolleson, and adjusted for the operatlon 

and maintenance expenses assigned to Tolleson and 

Sunland Beef Company (Sunland) under the terms 

ot an agreement between Tolleson and Sunland dated 

March 29, 1983. Said operation and maintenance 

expense per thousand gallons shall :be established , ', 

each July 1 tiscal year and shall be the average 

' C  
I 
I' 

w 

b 

c 
. .  

expense per thousand gallons actually incurfed" .. 

by Tolleson during the twelve months immediately 

preceding the revision ot this Rate Component Two. 

The first year charge shall be based upon the design 

engineer's estimate ror tirst year operati'on and 

maintenance expenses and shall be mutually agreed 

upon. The operation and ma ntenance expense cate- 

gories to be utilized in this Rate Component Two, 

and the estimate ot first year expenses to be used 

for the July 1 t 988 are listed in 

Exhibit -D, attached hereto and ihcorGorated herein 
I 

d 
d 



y e a r s  CPI-U P h o e n i x  f a c t o r  n o t  t o  e x c e e d  t e n  

p e r c e n t .  At t h e  e n d  or e a c h  J u l y  1 t i s c a l  y e a r ,  1 



3 

t o r  "Replacement" as d e f i n e d  by t h e  USEPA r e g u l a t l o n  
t 

B t o  T i t l e  4 0 ,  t e r  1, P a r t  35,  S u b p a r t  E ,  a n d  

a s  may be amended f r o m  t i m e  t o  t i m e )  and as approved 

b y  t h e  USEPA. T h e r e a t t e r ,  t h i s  R a t e  C o m p o n e n t  

Three  s h a l l  n o t  be c h a r g e d  and t h e  i n t e r e s t  accrued 

t h e r e o n  s h a l l  be u s e d  t o  r e d u c e  R a t e  C o m p o n e n t  

T w o ,  e x c e p t  t h a t  when a n y  money  i s  p a i d  o u t  of 

I 
b i l l i n g  of R a t e  C o m p o n e n t  T h r e e  s h a l l  b e  r e s u m e d  

a t  t he  a r o r e s a i d  monthly sum. 

t o  t h e  r e s e r v e  and  s u c h  paymen t s  and  a c c r u a l s  s h a l l  

be made u n t i l  s u c h  R e s e r v e  h a s  b e e n  r e s t o r e d  t o  

t h e  a g g r e g a t e  amount  of $;90,000. Moneys c r e d i t e d  

t o  s a i d  Rep lacemen t  and  C o n t i n g e n c i e s  R e s e r v e  s h a l l  

I n t e r e s t  S h a l l  ac"CrUe' 

. 

s h a r e  ( o n  a c a p a c i t y  b a s i s )  or t he  c o s t  ot e x t r a -  

o r d i n a r y  m a i n t e n a n c e  , n e c e s s a r y  r e p a i r s  and r o u t i n e  

may a t - - a l l  t i m e s  be a b l e  t o  t r e a t  $ h e  s e w a g e  de- 

l i v e r e d  u n d e r  t h i s  Agreement .  A l l  e a r n e d  i n t e r e s t  
.. 



Agreement shall be paid to SCSC by Tolleson with 

60 days or said expiration or extension. 

of SCSC, which additions and expenditures shall be approved by 

SCSC in advance ot construction, Tolleson shall use Its best 

efforts to arrange for funding such additlons at the lowest 

possible cost available to municipalities. SCSC agrees to pay 

an additional monthly charge equivalent to the principal and 

interest and all other reasonable expenses applicabJq to its propor- 

tlonate share of such additions. 
. 

* \  

3 .  Calculation of Rate Component Two and Three payments ... . .  
to Tolleson during the tirst year or operation shall be proviaed 

by Tolleson to SCSC at least nlnety ( Y O )  days prior to the date 

sewage is to be tlrst delivered hereunder. Should the annual 

Tolleson audit of financial data differ from,the unaudited - finan- 

cia1 data, the appropriate adlustment s h a l l  be made on 

sequent annlversary date for revision of the rate components. 

4 .  No other rate components or charges other than 

those listed in Article IV herein s h a l l  be applicable to Services 

provided to SCSC by Tolleson pursuant to this Agreement. It is 



maintenance expenses and fees that are required to meet subse- 

quent legal and regulatory requirements to operate the plant, 
I 

4 ,  shall be allowed in Rate Component Two. In the event SUC 

charges are imposed by any governmental entity, SCSC may instruct ! 

I Tolleson not to pay such charges or to pay them u der protest. 

SCSC shall hold Tolleson harmless in that event and SCSC may defend 

against those charges at its own expense. Such protest by SCSC 

shall not be considered a default under this Agreement. 
b 

1 .  5. SCSC's obligation to make Rate Component Two and 

Rate Component Three Payments are subject to the provisions of 

-1rticle V. . .  

Section 3 - Excess Flow Consideration 

.. . .  

1. So as to protect Tolleson from the receipt of flows 

from SCSC in excess of those average daily flows for the maximum 

month contained in Article I, Paragraph 4 ,  the SCSC Service -Fa- 

ies to be constructed under this Agreement shall provide 

ecessary facilities to limit wastewater flows into the Tol- 

Such flow-limiting devices 

i 

. h  

i 

i leson Wastewater Treatment Plant. 

shall require Tolleson's prior written approval. Su i 
i 

shall not be unreasonably withheld. 
i 

I 

2 .  In the event SCSC elects to share'utikization of 

the services under this Agreement with other users, SCSC will 

provide contractually with the other user or users for a fail- 





D. If flows exceed 115% of the allowable average 

allon per day rate f o r  the maximum month 

shall be the sum equal to 100% of the total 

Rate Component Two paid by SCSC for the 30-day 

period in which the violation occurred. 

4 .  The payments under Article IV, Section 3 ,  Paragraph 

3 shall not be cumulative and shall be the exclusive remedy of 

4 Tolleson for excess flows, subject to the provisions of Article 

' >  * .  11, Section 1, Paragraph 4.. - I  

I ARTICLE V 
i, 

-. . .  
* .. GENERAL PROVISIONS . .  

Section 1 - Conditions Precedent 
1. This Agreement is expressly ubject to and condi- 

pon the following events, which may be waived 

providing written notice to Tolleson: 

A .  The Federal Energy Regulatory Commission's 

approval of the guarantee by Citizens Utilities Company, or a 

disclaimer of jurisdiction by the Federal Energy Regulatory Commis- 

s ion. 

a B. The approval of this Agreement by the Arizona 
% 

Corpora tion Commission :- 

C. The ap 

sion of a surcharge f o r  re 

ment which, in SCSC's so l  

a 

er all of the 



is A g r e e m e n t  o n  o r  b e f o r e  A u g u s t  3 0 ,  1 9 8 5  o r  a s  e x t e n d e d  by 



Section 2 - Access to Facilities 

will be allowed access to the Expanded Facilities at all reasonable 

times. 

Section 3 - Risk; Liability: Insurance; Penalties 
1. Tolleson shall perform all construction and all 

sewage treatment and related transportation servi'ces under this 

Agreement solely at- its own risk-and in case of accident, damage 

or destruction of the Plant Expansion or Exp.anded Facilities 

necessary to perform the treatment services under this Agreement, 

IM 
3 .- 

, , 

I 
1 

1_ 
. .  

Tolleson will replace or repair forthwith whatever is dama-ged' - 
... 

r destroyed to the satisfaction of SCSC and at Tolleson's own 

expense. 

2. Tol-leson hereby assumes full responsibility and 

liability for the injury or death of any persbn, or persCjJls, or 

loss or damage to any property, or to SCSC, contributed to or. 

caused by Tolleson's failure to perform its 

this Agreement or by the active or passive negligence of Tolleson, 

its agents, servants, employees, or subcontractors in the execu- 

tian of the construction or services to be performed under this 

Agre3ment. The approvals of SCSC under this Agreem6nt shall not 

obligations under 

B 

s 

I .8 

I create any responsibility or liability for SCSC. All responsi- 

B 
bility and liability shall remain with Tolleson as owner and 

erator of the SCSC Service Facilities and as the responsible 

To-lleson will indemnify party for the financing of the facilities. I 



R a n d  h o l d  h a r m l e s s  SCSC, i t s  o f f i c e r s ,  d i r e c t o r s ,  a g e n t s  and  e m -  

p l o y e e s  from and a g a i n s t  c la ims o r  e x p e n s e s ,  i n c l u d i n g  p e n a l t i e s  1 
1 

b y  r e a s o n  of s u c h  f a i l u r e  t o  p e r f o r m ,  n e g l i g e n c e ,  i n j u r y ,  d e a t h ,  

loss, c l a i m ,  p e n a l t y ,  a s s e s s m e n t  o r  damage,  and i n  case a n y  s u i t  

or  o t h e r  p r o c e e d i n g  shall be b r o u g h t  on  a c c o u n t  t h e r e o f ,  T o l l e s o n  

w i l l  a s s u m e  t h e  d e f e n s e  a t  T o l l e s o n ' s  own e x p e n s e  and w i l l  p a y  

a l l  j u d g m e n t s  r e n d e r e d  t h e r e i n .  

3 .  T o l l e s o n  agrees  t o  p r o c u r e  and  m a i n t a i n  a l l  i n s u r -  

a n c e  on  t h e  P l a n t  E x p a n s i o n  and  Expanded F a c i l i t i e s  c o n s t r u c t i o n ,  

o p e r a t i o n ,  a n d  c o m p r e h e n s i v e  g e n e r a l  l i a b i l i t y ,  u n d e r  A r t i c l e  

V, S e c t i o n  3 ,  P a r a g r a p h s  1 and  2 ,  i n c l u d i n g  i n s u r a n c e ,  i f  a v a i x a b l e '  

a t  a r e a s o n a b l e  premium a p p r o v e d  by S C S C ,  w h i c h  s h a l l  b e  ' a d e q u a t e  

t o  r e imburse  SCSC f o r  t h e  User Fees i n  t h e  e v e n t  and  f o r  t h e  p e r i o d  

of t i m e  t h a t  s e r v i c e s  u n d e r  t h i s  Agreemen t  c a n  n o t  be p e r f o r m e d  

f o r  a p e r i o d  e x c e e d i n g  t h i r t y  ( 3 0 )  d a y s .  SCSC's e n t i t l g m e n t  t o  

t h e  b e n e f i t  o f  s u c h  i n s u r a n c e  s h a l l  be i n  a d d i t i o n  t ny o the r  ' 

r i g h t s  and  r e m e d i e s  SCSC may h a v e  a t  l a w  a n d  i n  e q u i t y .  S u c h  

c o v e r a g e s  s h a l l  be i n  c o n t e n t  and amoun t s  a d e q u a t e  t o  c o v e r ' t h e  

r i s k  commensurate w i t h  t h e  c o n s t r u c t i o n  of f a c i l i t i e s  and p r o v i s i o n  

of sewage  t r e a t m e n t  s e r v i c e s  t o  b e  p e r f o r m e d  u n d e r  t h i s  Agreement. 

C o s t  of s u c h  i n s u r a k c e  s h a l l  be i n c l u d e d  a s  a n ' o p e r a t i n g  a n d  

m a i n t e n a n c e  e x p e n s e  c a t e g o r y  o f  R a t e  Component Two a s  shown on  

E x h i b i t  D ,  e x c e p t  U s e r  F e e  r e i m b u r s e m e n t  i n s u r a n c e ,  t h e  p r e m i u m  

, ', 

0 
I 

a 



4 .  Any p e n a l t y ,  f i n e ,  a s s e s s m e n t ,  l e g a l  e x p e n s e s ,  

or c i v i l  d a m a g e s  a s s e s s e d  a g a i n s t  T o l l e s o n  f o r  a n y  w i l l f u l  o r  

n e g l i g e n t  o m i s s i o n  o r  c o m m i s s i o n  a s s o c i a t e d  w i t h  t h e  c o n s t r u c t i o n ,  

o p e r a t i o n  ( i n c l u d i n g  b u t  n o t  l i m i t e d  t o  p r o h i b i t e d  d i s c h a r g e  pen- 

a l t i e s )  o r  m a i n t e n a n c e  o f  t h e  Expanded F a c i l i t i e s  n o t  i n  acco rdance  

w i t h  a n y  f e d e r a l ,  s t a t e  o r  l o c a l  s t a t u t e ,  r u l e ,  r e g u l a t i o n  o r  

p r o c e d u r e ,  s h a l l  be  b o r n e  s o l e l y  by  T o l l e s o n  a n d  s h a l l  n o t  be 

i n c l u d e d  i n  t h e  R a t e  Component  Two u n d e r  A r t i c l e  IV, S e c t i o n  2', 

P a r a g r a p h  l.B o r  i n  a n y  o t h e r  r a t e  o r  c h a r g e  t o  S C S C ,  u n l e s s  i t  

i s  e s t a b l i s h e d  t h a t  s u c h  f i n e  o r  p e n a l t y  w a s  t h e ' . r e s u l t  of some 

a c t i o n  or  i n a c t i o n  o f  SCSC. The p a r t i e s  agree t h a t  a l l  a d m i n i s t r a -  

t i v e  a n d  l e g a l  e x p e n s e s ,  i n c l u d i n g  c o s t s  a s s o c i a t e d  w i t h " - a n y ' -  

l a w s u i t  r e g a r d i n g  t h e  T o l l e s o n  W a s t e w a t e r  T r e a t m e n t  P l a n t  f i l e d  

as  of t h e  d a t e  o f  t h i s  A g r e e m e n t ,  and  a n y  d a m a g e s  o r  o b l i g a t i o n s  

r e s u l t i n g  f rom a n  a d v e r s e  r u l i n g  or  a the reo f ,  are specifical- 

l y  e x c l u d e d  f rom c o m p u t a t i o n  o f  R a t e  C o  

1 
1 

Bi 

1 
I 

' it] 

3 

* .  
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1 e n t  Two. ' - - 
5. T o l l e s o n  a g r e e s  t o  

SCSC and i t s  G u a r a n t o r  a g a i n s t  a n y  d a g e ,  l i a b i l i t y ,  l o s s ,  c o s t  

o r  e x p e n s e  i n c l u d i n g  a t t o r n e y s  f e e s  i n c u r r e d  by  them o r  e i t h e r  

of them and a r i s i n g  d i r e c t l y  or i n d i r e c t l y  f r o m  ( i )  a n y  m i s r e p r e s e n -  

t a t i o n  o t h e r  t h a n  b y  SCSC i n  a n y  a g r e e m e n t  p e r t a i n i n g  t o  t h i s  

Agreemen t  o r  t h e  d e s i g ? ,  c o n s t r u c t i o n  o r  f i n a n c i < g  o f  t h e  S C S C  

1. 

I ea 

S e r v i c e  F a c i l i t i e s  and  ( i i )  a n y  o m i s s i o n  of m a t e r i a l  f a c t  or m i s -  

s t a t e m e n t  o f  m a t e r i a l  f a c t  made o t h e r  t h a n  by  S C S C  i n  a n y  o f  t h e  

' o c u m e n t s  a s s o c i a t e d  w i t h  t h e  f i n a n c i n g  r e f e r r e d  t o  i n  A r t i c l e  



11, Section 7 ,  including without limitation the official statement 

in respect of the bonds. 

including attorneys' fees incurred by Tolleson and arising directly 

or indirectly from (i) any misrepresentation by SCSC in this Agree- 

ment and (ii) any omission of material fact or misstatement of 

material fact by SCSC or its Guarantor in any of the documents 

associated with the financing referred to in Article 11, Section 

7 ,  including without limitation the official statement in respect , 

of the bonds. 

Section 4 - Effluent Credits 

* .  

Tolleson hereby agrees that SCSC or its designee shall 

receive its proportionate share of all applicable credits f o r  

Arizona Groundwater Code requirement, or any management plan estab- '. 

lished thereunder, or any subsequent court decision affecting 

Tolleson's effluent disposition. Such credits, exchange or 

recharge recognition shall fully reflect SCSC's proportionate 

share of influent flow in gallons as measured at the metering 

sales by Tolleson to third parties. 





a )  
t h e  d e f a u l t  o f  F i n a n c e  C o r p o r a t i o n  u n d e r  t h e  b o n d  i n d e n t u r e ,  

[ a )  o r  ( b )  a b o v e ,  u n l e s s  s u c h  d e f a u l t  o r  a c c e l e r a t i o n  i s  due t o  

!41 t h e  non-payment  or R a t e  Component  One by SCSC, o r  ( c )  a n  a d v e r s e  



w i t h h o l d  i t s  c o n s e n t .  I f  s u c h  c o n s e n t  i s  g i v e n ,  T o l l e s o n  s h a l l  

t o  SCSC w h i c h  s h a l l  a s s u r e  SCSC t h a t  any  s u c c e s s o r  i n  i n t e r e s  

t h i s  A g r e e m e n t  i n  a c c o r d a n c e  w i t h  i t s  terms.  Any s a l e  and  s a l e -  

p r o v i d e d  t h e  o p e r a t i n g  c o n t r o l  o f  t h e  SCSC F a c i l i t i e s  r e m a i n s  

w i t h  T o l l e s o n .  ~n 
OF 

4 .  P r i o r  t o  a n y  d i s p o s i t i o n  o f  t h e  WWTP, e x c e p t  a 

d i s p o s i t i o n  c o v e r e d  by t h e  l a s t  s e n t e n c e  o f  p a r a g r a p h  3 ,  T o l l e s o n  

s h a l l  a f f o r d  S C S C  w i t h  t h e  o p t i o n  t o  p u r c h a s e  t h e  WWTP a t  a p r i c e  

a n d  o n  t h e  same terms and  c o n d i t i o n s  a s  a r e  o f f e r e d  t o  T o l l e s o n  . . .  
I n  t h i s  c o n n e c t i o n ,  p r o m p t l y  upon r e c e i p t  of a n  o f f e r  f rom a t h i r d  

p a r t y  who i s  n o t  i n  anyway a f f i l i a t e d  t o  o r  w i t h  T o l l e s o n  s u c h  

a s  F i n a n c e  C o r p o r a t i o n ,  or a s i m i l a r  e n t i t y  c o n t r o l l e d  by T o l l e s o n ,  

t o  p u r c h a s e  t h e  WWTP, T o l l e s o n  s h a l l  p r o v i d e  S C S C  w i t h  a c o p y  

of s u c h  o f f e r .  SCSC s h a l l  a v e  t e n  ( 1 0 )  b u s i n e s s  days  from P e c e i p t  

of t h e  o f f e r  t o  n o t i f y  T o l l e s o n  o f  i t s  d e s i r e  t o  p u r c h a s e  o r  n o t  

t o  p u r c h a s e  t h e  WWTP. If  i t  e l e c t s  t o  p u r c h a s e  t h e  WWTP, SCSC, 

u n d e r  t h e  same terms a n d  c o n d i t i o n s  a s  i n  t h e  - t h i r d  p a r t y  o f f e r ,  

s h a l l  h a v e  t h e  same r i g h t s  a s  p r o v i d e d  by t h e  t h i r d  p a r t y  o f f e r .  

I f  SCSC e l e c t s  n o t  t o  p u r c h a s e  t h e  WWTP u n d e r  t h e  same terms a n d  

c o n d i t i o n s  a s  t h e  t h i r d  p a r t y  o f f e r ,  T o l l e s o n  sha-11 be f r e e  t o  

d i s p o s e  cf t h e  WWTP t o  t h e  t h i r d  p a r t y  o f f e r o r .  I f  t h e  s a l e  t o  

. 
* \  
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t h e  t h i r d  p a r t y  o f f e r o r  d o e s  n o t  c l o s e ,  t h i s  p r o v i s i o n  s h a l l  be 





I .  severed  from t h i s  Agreement, which s h a l l  o t h e r w i s e  remain i n  f u l l  

f o r c e  and e f f e c t .  N o  w a i v e r  by S C S C  o r  T o l l e s o n  of any b r e a c h  


